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Abstract 
This paper investigates the interfirm cooperative strategies of shipbuilding firms. The 
paper aims to understand the system nature and dynamics of interfirm cooperative 
strategies adopted by firms in the shipbuilding industry related to the phase of the 
shipbuilding cycle. A theory building approach from case studies is applied in this study. 
The study is based on interviews with managers of the Norwegian, Danish Polish, and 
Ukrainian shipbuilding firms. In addition, secondary data were collected. Issues relating to 
the aims of joining cooperative agreements; resources and competences which the 
shipbuilding firms and their collaborators contribute to joint ventures, strategic alliances, 
and other collaborative arrangements; and how collaborative strategies were related to the 
phase of the shipbuilding cycle were explored. Implications for further research, 
practitioners, and policy-makers are provided.  
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1 Introduction 
Proliferation of various forms of interfirm collaboration, such as strategic alliances, 
joint ventures, R&D consortiums, and networks during the past thirty years is well 
documented and recognized (Aggarwal and Hsu, 2009; Li et al., 2008; Narula and 
Santangelo, 2009; Reuer, 2004; Schilling, 2009; Tsai, 2009). It has been argued 
that the level of interfirm cooperation will be even more significant in the future 
(Smith et al., 1995). Strategic alliances which are a form of interfirm cooperative 
strategy increasingly identify the structure of whole industries (Schaan and Kelly, 
2007). This study addresses the scarcely explored area of interfirm cooperation in 
the context of the shipbuilding industry. Interfirm cooperation represents a vast 
potential to increase competitive advantage of firms in the shipbuilding industry 
(Wergeland, 1999). Very little literature, however, has directly addressed the issues 
of interfirm cooperation in the context of the shipbuilding industry. 
 
The core feature of the shipbuilding industry is its cyclicality. This study draws on 
the shipbuilding cycle perspective. Researchers have noted that a firm’s strategic 
flexibility to respond to negative changes in a firm’s environment helps to avoid 
below-par performance (Lee and Makhija, 2009). There has been little attention to 
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the exploration of interfirm cooperation strategy related to the phase of the 
business cycle. The purpose of this study is to address this research gap. The paper 
aims to understand the system nature and dynamics of interfirm cooperative 
strategies adopted by firms in the shipbuilding industry related to the phase of the 
shipbuilding cycle. Interfirm cooperative relations may be defined as ‘socially 
contrived mechanisms for collective action, which are continually shaped and 
restructured by actions and symbolic interpretations of the parties involved’ (Ring 
and Van de Ven, 1994: 96). 
 
Two research questions guided this study: (1) Is the cooperative strategy selected 
by a shipbuilding firm related to the phase of the shipbuilding cycle? (2) How can 
cooperative strategy reduce shipbuilding firms’ resource and competence gaps 
related to the phase of the shipbuilding cycle? The study focuses upon the 
shipbuilding firms in the European context. Shipbuilding firms include 
shipbuilding yards, ship design firms, and suppliers of ship equipment and 
machinery. Methods of enquiry included the case study research, archival and 
documents studies. The paper is organized as follows. In the next section, the 
theoretical perspectives are reviewed. Then, the methodology of the study is 
explained. Afterward, findings of the case studies are presented. Finally, 
conclusions with a summary for policy-makers and practitioners are given. 
Presentation of the public policy dimension is important, since policy-makers in a 
number of regions are interested in development of shipbuilding and have 
approved a range of initiatives to support shipbuilding production. 
 
 
2 Theoretical perspectives 
Some writers have asserted that interfirm cooperation arrangements create value by 
exploiting opportunities and neutralizing threats standing in front of a firm (Barney 
and Hesterly, 2008). Further, Barney and Hesterly (2008) argue that interfirm 
cooperative arrangements create value in several ways: exploiting economies of 
scale; learning from competitors; managing risk and sharing costs; facilitating the 
development of technology standards; facilitating tacit collusion; low-cost entry 
into new markets, industries and industry segments, low-cost exit from industries 
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and industry segments, managing uncertainty. Further in this section, the 
shipbuilding cycle perspective is reviewed. In addition, the resource-based view 
(RBV) of the firm and the competence-based view of the firm are introduced in 
order to gain theoretical insights into exploration of the phenomenon of interfirm 
cooperation in shipbuilding. 
 
2.1. The shipbuilding cycle perspective 
 
2.1.1. Defining shipbuilding cycles 
The shipbuilding market is one of the four shipping markets. Other shipping 
markets are the freight market, the demolition market, and the second-hand 
markets. A shipbuilding cycle is defined as ‘the period of time between one 
production peak and the next’ (Volk, 1994: 13). The average reduction in 
production between peak and trough in shipbuilding is around 50%, and in some 
worse cases reduction is up to 80% (Volk, 1994). The market cycles are not unique 
to marine businesses. The cycles are common for the whole world economy as 
well as to specific industries, including construction, the semiconductor industry, 
petrochemicals, pulp paper, and computer memory chips manufacture (Berends 
and Romme, 2001; Warren, 2008). Moreover, it has been noticed that the level of 
cyclicality in different industries has increased lately (Alajoutsijärvi et al., 2001).  
Market cycles have been a popular research theme in economics for more than a 
century (Arnold, 2002; Fuhrer and Schuh, 1998; Rockwell, 2005; Samuelson, 
1998; Temin, 1998). However, the topic of coping with business cycles has 
received limited attention from management scholars. It was generally believed 
that the cyclicality is an exogenous and uncontrollable factor from the firms’ side. 
Recent studies, however, aim to find strategies which assist firms in smoothing 
industry-specific business cycles. Notably, Alajoutsijärvi et al. (2001) suggest that 
different customer relationship strategies during different phases of business cycle 
assist to smooth cyclicality. Alajoutsijärvi et al. (2001) argue that during a boom 
period, firms should have a more collaborative and flexible strategy; whereas 
during a trough period firms shall have a more competitive and dominant strategy. 
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Holma (2006) suggests that supply chain management moderates industry-specific 
cyclicality in the context of the Finnish and Swedish sawmill industry. Both 
studies (Alajoutsijärvi et al., 2001 and Holma, 2006) have been proposed strategies 
to moderate industry-related cyclicality in the sawmill industry. The business cycle 
in the sawmill industry is shorter than in shipbuilding: on average four years 
against eight years. Further, the sawmill industry has mass production. In contrast, 
shipbuilding is single-piece production. That is why the methods to moderate 
cyclicality in the sawmill industry proposed by previous research have limited 
application in shipbuilding. This study takes into account findings of Alajoutsijärvi 
et al. (2001) regarding collaborative strategies and focuses on interfirm 
collaboration strategies of shipbuilding firms. 
 
2.1.2. Stages of the shipbuilding cycle 
The shipbuilding cycle usually develops as follows. First, for some reason, the 
demand for transportation of certain commodities grows. If the supply of ships to 
transport these goods cannot be raised quickly, the freight rates will increase. High 
profits stimulate the ordering of new ships. Finally, an augmented supply may lead 
to a slump. Shipbuilding cycle theorists (Stopford, 2009; Volk, 1994) suggest that 
there are four stages in the market cycle: trough, recovery, peak, and collapse 
(Figure 1). 
 
Insert Figure 1 about here 
 
Trough is characterized by the excessive supply of seaborne transport. Some 
vessels go slowly to economize on fuel, or to stay idle. The discrepancy between 
supply and demand pushes the freight rates down. The demand for newbuildings is 
low. Shipowners who have high operating costs, above the freight rates, are forced 
to lie down, sell, convert, or demolish vessels. A significant part of old tonnage is 
scrapped in this period. The number of new shipbuilding contracts is smaller. The 
production facilities are underutilized. Only a few shipping companies try to go 
anti-cyclical. They order new vessels at the bottom of the cycle. This gives 
shipowners certain advantages, such as quickly constructed cheaper vessels. 
During this phase, shipbuilding firms are in a vulnerable strategic position in the 
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highly competitive shipbuilding market. During this period, margins are lower and 
product differentiation is problematic. When the order book is small, ship 
designers, suppliers of ship equipment and machinery, and shipyards try to attract 
customers with new, innovative ships which are more efficient than the existing 
fleet. Thus, competences in new product development are crucial during the stages 
of trough and recession.  
Recovery. Demolition and conversion of some vessels lead to decrease of the ships 
supply in a given segment. If demand for transportation services increases, the 
freight rates might go up. The prices for second-hand vessels grow. The order book 
of the shipbuilding firms slowly fills in. 
Peak. When demand for marine transportation is equal to supply, the market is in 
the equilibrium. If the trade or industrial needs continue to rise and additional 
vessels cannot be supplied immediately, the freight rates continue to grow well 
above the operating costs (in some cases two-three times more). The higher 
revenues and freight rates stimulate demand for new ships. The shipyards are 
usually fully booked up to several years in advance. Two to three years is a typical 
world order book (Branch, 1998). In the periods of ‘super-cycles’, the shipyards 
may be booked up to six to seven years ahead (Scarsi, 2007). The shipbuilding 
capacity is a scarce resource in this period. In such situation, the shipyards may 
obtain necessary resources (e.g. human, production facilities) through interfirm 
collaboration. 
Collapse. If, for some reason, demand stops growing or decreases, and newly built  
vessels arrived to the market from shipyards, the misbalance of supply and demand 
causes collapse. The freight rates are downsizing. The shipyards complete the 
started orders. In some cases uncommenced construction can be cancelled. The 
number of new shipbuilding contracts is low. 
 
2.2. The resource-based view of the firm (RBV) 
The resource-based theory of the firm postulates that a firm is a bundle of 
resources and capabilities. The combination of a set of heterogeneous resources 
and capabilities in an effective manner can lead to value creation (Amit and Zott, 
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2001; Wernerfelt, 1984), and, as a consequence, to a competitive advantage to a 
firm (Barney, 1991; Peteraf, 1993). Following Peteraf (1993), four resource 
conditions are necessary to gain competitive advantage: heterogeneity, imperfect 
mobility, ex post and ex ante limits to competition. Barney (1991) argued that 
firms achieve and sustain a competitive advantage if they have special resources 
which have following fundamental attributes: (1) valuable, that is to be useful in 
producing goods and services which have demand in the market; (2) rare, meaning 
that there is a limited availability of such or similar resources and capabilities at 
competitors; (3) imperfectly imitable, implying that it is difficult or costly to 
reproduce resources (4) imperfectly substitutable, that is other resources cannot be 
suitable or costly to make a product in demand, and (5) imperfectly mobile, 
meaning that resources cannot be moved physically or relocation will entail high 
transaction and transfer costs.  
Firms from time to time experience resource gaps, especially those firms which 
have corporate entrepreneurship activities. A resource gap is measured by a 
resource type and the quantity of necessary resources (Teng, 2007). A firm having 
a resource gap in order to implement an entrepreneurial strategy and thus to gain a 
competitive advantage has four options: (1) to buy the resource; (2) to produce or 
develop the resource or capability internally; (3) to get the resource through 
mergers and acquisitions; or (4) to make it in cooperation with allies (Das and 
Teng, 2000; Teng, 2007). All these options have benefits and drawbacks and are 
used to fill resource gaps depending on the type of resource, the situation and the 
industrial context. Amit and Zott (2001) claim that strategic alliances are superior 
to purchasing or developing key resources since it implies reduced information 
exchange costs. Indeed, if resources were easily and cheaply available from the 
market, a firm would commonly not engage in collaborative alliances to get the 
resources needed, since interfirm coalitions usually lead to the higher governance 
costs (Osborn and Baughn, 1990) and weaker organizational control (Lyles and 
Reger, 1993). However, covering a resource gap with the help of interfirm 
collaboration can be difficult to manage. The choice of the right partner is also a 
challenge influencing an alliance’s success. The risk of opportunistic behaviour is 
high in strategic alliances (Teng, 2007). Eisenhardt and Schoonhoven (1996) and 
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Das and Teng (2000) extended the traditional RBV to the resource-based view of 
strategic alliances. One of the basic assumptions of the resource-based view of 
strategic alliances is formulated as following: in order to achieve a competitive 
advantage, partner firms shall combine their resources in an effective way. Thus, a 
firm has to possess or control its own resources in order to be an attractive partner 
in a strategic alliance (Eisenhardt and Schoonhoven, 1996). 
The resource profile of a firm may lead not only to competitive advantage, but also to 
competitive disadvantage. According to Barney (2002), competitive disadvantage 
occurs when a firm fails to create an economic value in a given industry or market. 
One of the reasons of failing to create a value is a lack of strategic fit between the 
firms’s internal characteristics (including resources) and the external environment. So, 
if a firm has large endowments of resources and falls short to utilize all of them to 
create a value, an unused part of resources becomes a burden to the firm (Sebestyen 
and Koltai, 2009). 
 
2.3. The competence-based view of the firm 
Prahalad and Hamel (1990: 82) argued that core competences of the firm are ‘the 
collective learning in the organization especially how to coordinate diverse 
production skills and integrate multiple streams of technologies’. Based on the 
concepts of the resource-based view (Barney, 1991; Peteraf, 1993; Wernerfelt, 
1984), the idea of core competences was further theorized by Hamel and Heene 
(1994), Sanchez et al. (1996), Sanchez (2004), and Freiling (2004) who developed 
the competence-based view into a separate perspective of strategic management. 
The concepts of ‘competence’ and ‘core competence’ lie at the centre of the 
competence-based approach, which seeks to explain the nature of interfirm rivalry 
and to determine sources of competitive advantage. Traditionally, the resource-
based view postulates that the firm achieves competitive advantage by finding a fit 
between the firm’s resources and the firm’s environment. The competence-based 
approach complements this view and suggests that the firm can ‘stretch’ to gain 
novel competences which may transform the competitive environment to the firm’s 
favour (Sanchez, Heene and Thomas, 1996). Furthermore, the competence-based 
view goes beyond the RBV and fills an explanatory gap in the resource-based 
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perspective by proposing new conceptual dimensions that link the compound and 
dynamic interaction of assets, resources, and competences (Freiling, 2004).  
Thus, the competence-based perspective considers a firm as a bundle of 
competences which may be stretched out across businesses. Five ingredients of the 
competences have been identified (Durand, 1997): (1) stand-alone assets, i.e. both 
tangible and intangible assets which can be sold or acquired; (2) cognitive 
capabilities, which embrace individual and collective knowledge, individual skills, 
technologies and know-how, patents; (3) processes and routines which coordinate 
the organization’s operations; (4) organizational structure; and (5) the behavioural 
and cultural dimension, such as shared values and beliefs. The competence-based 
approach is chosen to contribute to the theoretical framework of this study for two 
reasons. First, from the outset of the development of this perspective, the role of 
both the firm’s own resources and competences and resources which are under 
control of other firms (firm-addressable resources and competences) in achieving 
firm’s goals and competitive advantage is recognized (Sanchez, Heene and 
Thomas, 1996). The firm-addressable resources can be obtained through market 
transactions or forming of strategic alliances. Thus, the competence-based view 
adds to better explanation of essential aspects of interfirm collaboration by 
acknowledging the phenomenon of open boundaries (Madhok, 2002) and 
importance of network competences in sustaining competitive advantage. Second, 
in the context of the shipbuilding industry, competences of the shipyards and 
related firms (suppliers of equipment, naval architects) are superior over resources 
in achieving a competitive advantage.  
 
 
3 Methodology 
Given the new and scarcely explored nature of the phenomenon – interfirm 
collaborative strategy in shipbuilding – this research used an explorative approach 
(Eisenhardt, 1989). The aim was to carry out an analysis of the shipbuilding firm 
strategies for interfirm cooperation that would help to build theory on how 
shipbuilding firms employ interfirm cooperative strategies and to elaborate 
constructs which would aid to the further hypothesis testing (Yin, 2003). Theory-
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building case study research is appropriate when little is known about topic or 
when a new perspective in a well researched area is studied (Gill and Johnson, 
2002; Zahra and Newey, 2009). Bonoma (1985) adds that case study research is 
particularly appropriate in researching phenomena where context is critical. The 
case firms which were studied belong to the shipbuilding industry. All cooperative 
arrangements studied were established within the last fifteen years. All these firms 
have been involved to interfirm cooperative agreements. The level of analysis for 
this research is a shipbuilding firm. One shipbuilding firm might be engaged into 
several cross-firm cooperative relations and, therefore, results gave data related to 
6 collaborative arrangements in 15 firms (Table 1). 
 
Insert Table 1 about here 
 
3.1. Data collection 
The data for this research were collected through 23 semi-structured face-to-face 
interviews with owners, executives, and managers of the European shipyards, 
naval architect firms, and shipping companies. Notably, in case A six managers 
from the multinational shipbuilding group were interviewed. They were the CEO, 
the site manager, the technical director, and three middle managers. In case B, the 
owner of the Polish firm and the director of the joint venture were interviewed. In 
case C, the CEO of the Polish shipyard and two of the Norwegian shipyards were 
interviewed. In case D, the co-owner of the shipyard, the owner of ship design 
firm, and the newbuilding manager of shipping company were interviewed. In case 
E, the former CEO and a technical manager of the Danish shipyard were 
interviewed. In Case F, the CEO of the Norwegian shipyard, the director of legal 
affairs, the CEO and the production director of the Ukrainian shipyard, the director 
of the joint venture, the head of the Norwegian painting firm, and two site 
managers of the Norwegian painting firm were interviewed.  
Uncertainty of information provided by participants is overcome with the help of 
triangulation. Data triangulation is achieved by conducting interviews with several 
informants from the same firm. Additionally, various data sources were used. In 
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addition to the interviews, information was collected from the documents, press 
releases, archival material, and reports available on the Internet. 
The data collection was based on a detailed interview guide. The interviews were 
held in English, Norwegian, and Russian. Participants were asked about the nature 
of their cooperation strategy. Also they were asked to describe examples of 
cooperative arrangements in which their firms participated. Special attention was 
paid to (1) the aims and motives of joining cooperative agreements; (2) resources 
and competences which the shipyards and their collaborators contribute to joint 
ventures, strategic alliances, and other collaborative arrangements which they 
formed; (3) how collaborative strategies were related to the phases of the 
shipbuilding cycle. The interviews lasted from 60 to 90 minutes. If it was 
necessary to obtain additional information, some informants were interviewed 
several times. Answers were written down and taped. Interviews were transcribed 
within a week after the interviews. The interviews were carried out with respect of 
ethical rules of social research. The names of organizations and persons who were 
interviewed are not disclosed. The participants were warned that they could skip 
questions which might be potentially harmful to their firms and stop an interview if 
they wish.  
 
3.2. Data analysis 
The data collected during interviews, together with archival data and information 
from Web-pages were analyzed following the recommendations of Eisenhardt 
(1989) on theory building from case studies. First, within-case analysis was 
performed. This was followed by cross-case analysis. The different strategies were 
ordered by relation to the shipbuilding cycle and placed on vertical axis. Proactive 
and defensive strategies were listed on horizontal axis. According to Eisenhardt’s 
(1989) pathway of theory building from cases, the analysis was carried out in an 
iterative manner. Data were compared with existing theories, and then a new 
theory was elaborated. Afterwards, the emerging theory was compared to the data 
to check whether the data match with a new theory. The emerging results were 
compared with existing theory. Mapping the empirical data on collaborative 
strategies of the case companies according to two axes (Figure 2), give four 
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possible strategies: Proactive strategy related to cycle, proactive strategy not 
related to cycle, defensive strategy related to cycle, and defensive strategy not 
related to cycle. Further, these strategies are considered in details and accompanied 
by case descriptions. 
Insert Figure 2 about here 
 
 
4 Findings 
The study aimed to disclose the impact of shipbuilding cycles on cooperative 
strategies of the shipyards and related firms. The study joined a conversation 
regarding cooperative strategy (Barney and Hesterly, 2008; Child et al., 2004). The 
results of the analysis show that cooperative strategies differ relating to the phase 
of the shipbuilding cycle. General reflections of the participants regarding a 
rationale for interfirm collaboration on the various phases of shipbuilding cycle are 
summarized in Table 2. During the trough, shipbuilding firms might cooperate 
with shipowners to attract new orders from them. In practice it is realized through 
joint ventures where shipping company and a shipyard invest in newbuildings and 
own vessels together. An excessive production capacity might be temporary 
utilized in cooperation in non-shipbuilding manufacturing (e.g. one case reported 
that they cooperated with firms from agricultural and food processing industries). 
This strategy also helps to retain skilled workers and engineers. R&D collaboration 
to attract shipowners with novel innovative design is also a possible avenue during 
the trough. As an example, an R&D consortium is created to elaborate a platform 
supply vessel which uses fuel cells. The members of the R&D consortium were the 
shipping company, the engine supplier, the shipyard, and the ship design firm. 
During the recovery, market collaboration to attract new orders and R&D 
collaboration are also advisable. The nature of collaboration changes during the 
peak. Shipbuilding firms often have a lack of human and production resources 
which they try to fill through cooperation with smaller shipyards and 
subcontractors, often foreign ones. Market collaboration is also important during 
this phase. During the peak, shipping companies seek to collaborate with 
shipyards. During the collapse, shipbuilding firms still have some orders to finish. 
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However, to secure new orders they are advised to seek interfirm collaboration 
agreements with the customers, shipping companies. Additionally, Table 2 
contains the characteristics of the stages in the related markets: the freight, the 
second-hand, and the demolition markets. The processes in these markets are 
related to the shipbuilding market. However, there is a time lag before the 
shipbuilding market responses to the changes in three other shipping markets.  
 
Insert Table 2 about here 
 
The findings revealed that some collaborative relations emerged as a response to 
changes in the shipbuilding cycle, while a part of collaborative agreements were 
not related to the cycle. Cooperative strategies applied by firms might be defensive 
or proactive. A shipbuilding firm acts proactively when the management foresees a 
downturn and seeks to secure new orders for further recessions during the 
shipbuilding booms. A summary of the cases is given in Table 1. It is worth noting, 
that from the six cases presented in Table 1, one joint venture was formed by only 
domestic firms (case C). In other cases, the cooperative arrangements have been 
international. Mapping the empirical data regarding collaborative strategies of the 
case companies according to two axes (Figure 2), gives four possible strategies. 
Further, these strategies are considered in details and accompanied by the case 
descriptions.  
 
Quadrant I. Proactive strategy related to cycle. Results of the study show that 
firms in the shipbuilding industry can act anti-cyclical in order to diminish 
negative consequences of the cycles. Although the business cycles generally have a 
negative impact on shipbuilding firms, some companies mastered strategies to 
manage cyclicality in a profitable for them manner if they act proactively.  
In case A, a multinational shipbuilding group with headquarters in Norway 
employed a proactive interfirm cooperative strategy. On the peak of the cycle it 
was decided to form an international joint venture (JV) with an investor. The case 
company separated two shipyards in Germany and one shipyard in Ukraine into a 
holding company. A 70%-stake of the holding was sold to investors. The case 
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company holds 30% of the joint venture. The investment fund is owned by the 
Russian Government (50%) and the rest belongs to private investors. The Russian 
Government is interested in a large fleet renewal. However, this renewal shall be 
made by the domestic-owned shipyards, not by the foreign shipyards. Hence, the 
Norwegian party should contribute with a competence in specialized vessels 
building and with a general competence in shipyard management. The investment 
fund should secure new orders and provide access to the Russian market. Research 
suggests (Barney and Hesterly, 2008) that cooperative strategy is beneficial to 
exiting from the market or market segment. In this case, the multinational 
shipbuilding group headquartered in Norway effectively partially exited from the 
segment of merchant vessels by forming a joint venture with an ownership of a 
minor stake. The shipbuilding group’s management solved a forthcoming resource 
and competence slack which started four months after the deal was finalized. 
 
In Case B, the Polish shipyard specialized on production of hulls with only some 
outfitting on board. On the top of the cycle, the shipyard management had loose 
cooperative agreements in the form of framework contracts with the Norwegian 
shipyards to produce certain amount of hull constructions per year. For the 
shipyard such form of cooperation secured new orders. 
Quadrant II. Defensive strategy related to cycle that is interfirm cooperative 
agreements which emerge in response to changes in the shipbuilding cycle. For 
example, in Case C, the Polish shipyard has established a joint venture with a 
Ukrainian company to fill a human resource gap during the peak of the cycle. The 
demand for shipbuilding production in the world was high; gradually the lack of 
human resources became a problem for the case shipyard and many other Polish 
shipyards. Several Polish workers and engineers found jobs in the Western 
European shipyards. As an owner of the shipyard noticed: ‘Many Polish welders, 
outfitters, and pipeliners have got jobs in Norway, Finland, Germany, and the UK. 
Even low-qualified workers have got jobs there with the same hour payment as 
highly-qualified workers because it is easy for them to work in teams. The demand 
for workforce in shipbuilding is very high. We ought to find a solution. That is why 
we started to look for workers abroad. We have found a partner in Ukraine. Our 
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partner is a reliable person and we have good relations. We have started a joint 
venture and now we have over one hundred workers provided by this joint venture. 
We are satisfied with the quality of their work’. Thus, the shipyard started looking 
for personnel abroad. Establishment of a joint venture with the Ukrainian 
shipbuilding firm allowed staffing the shipyard with necessary amount of 
workforce from Ukraine. This was more beneficial than to merely outsource a part 
of work to a foreign subcontractor. 
 
The joint venture in the next Case C was established when the shipbuilding market 
was depressed. The shipbuilding firms competed for new orders and the creation of 
a JV was a direct answer to the swift changes in the business situation in the 
shipbuilding market. A joint venture of a shipping company, a ship design firm, 
and a shipyard was created. Three firms were situated on the west coast of Norway 
and were closely located geographically. Firms were known to each other and 
worked together for a long time. Each party had an equal stake in this joint venture. 
This JV was a form of vertical quasi-integration, where vessels were built by the 
shipyard on the order of the shipping company, designed by the naval architect 
firm. When the situation on the market changed, and both the shipyard and the ship 
design firm became fully booked and increased their prices, the JV was terminated. 
Thus, collaboration behaviour of shipbuilders and shipowners is dynamic during 
the market cycle. Moreover, the collaborative arrangements created in response to 
changes in business environment caused by changes in shipbuilding cycle, tend to 
terminate when the situation in the market changes, i.e. the market enters into the 
next phases. 
Quadrant III. Defensive strategy not related to cycle might be used when the 
situation requires filling gaps caused by project or contract needs. In Case F, a 
Ukrainian shipyard has signed a contract with a Norwegian shipyard to deliver five 
hulls. When the process of hull construction started, it was discovered that quality 
of painting works which the Ukrainian shipyard could provide, was below the 
quality standards due to a lack of competences and modern equipment. 
Additionally, some hulls needed metallization of surfaces for vessels which are 
intended for exploitation in the Arctic waters. The process of metallization was not 
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used by the Ukrainian shipyard before: technology, equipment, and skilled workers 
for metallization were missing. The Ukrainian shipyard could not buy the 
equipment since they lacked financial resources. Thus, it was decided to establish a 
joint venture between the Norwegian shipyard and the Norwegian painting firm 
(40% equity each) and the Ukrainian shipyard (20%). The Norwegian side 
provided painting and metallization technology, equipment, and Norwegian 
managers. The Ukrainian side supplied with qualified workers and some 
production facilities. After training, the joint venture’s staff was able to provide 
good-quality work for hull painting and metallization. When five hulls were 
delivered, the joint venture was bought out by a Norwegian co-establisher (the 
painting firm) and provided subcontracting works for a number of the Ukrainian 
and foreign shipyards. This case shows an example of effective interfirm 
collaboration. The resource and competence gaps were covered. From the 
resource-based view and the competence-based view, interfirm collaboration was 
used for quick and reliable cover of gaps. The joint venture allowed to solve rather 
quickly the problem with painting works and to finish hull construction on time. 
Further, the qualification of the JV’s specialists was high and in demand in the 
local market which allowed a company to operate without parent shipyards when 
the construction of hulls was completed. 
Quadrant IV. Proactive strategy not related to cycle. The results of the study 
revealed that in some cases, creation of interfirm collaborative arrangement is not 
related to the shipbuilding cycle and caused by other objectives than to go anti-
cyclical. In case E, such a R&D consortium for elaboration of new software for 
ship design was created by Odense Steel Shipyard Group, Newport News 
Shipbuilding, Samsung Heavy Industries, and Hitachi Zosen. In this case, parties 
combined their core competences and invested equally into a new software product 
development. The CEO of the Odense Steel Shipyard commented: ‘We were not 
quite satisfied with the existing software used in shipbuilding design and 
manufacturing. That is why it was decided to join forces and competences of our 
shipyard and of our partners. Particularly, a US partner (Newport News 
Shipbuilding) is excellent in organization of ship production; Samsung Heavy 
Industries has superior competence in effective layout of machinery during ship 
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design, Hitachi Zosen has a competence in production technology, and Odense 
Steel Shipyard Group is highly competent in design development’. Totally, one 
thousand man-years were spent to the development of the new CAD/CAM system. 
Hence, the benefits of this alliance were sharing cost and risk of CAD/CAM 
system development, pooling the parties’ strengths, and leveraging complementary 
competences. It took seven years to develop new software product. The new 
software has been implemented in the Danish shipyard and benefited in several 
ways: time necessary to produce a new vessel design was shortened by 30%. This 
case supports the resource-based view (Das and Teng, 2000) and the competence-
based view suggesting that recombination of resources and competences within 
alliance lead to value creation. 
 
Together, these results lead to the following propositions:  
Proposition 1: To ensure competitive advantage during shipbuilding cycle, 
collapse and trough periods, shipbuilding firms will seek to form strategic 
alliances in order to retain their own resources. 
Proposition 2: To attract new building orders during shipbuilding cycle collapse 
and trough periods, shipbuilding firms will seek to form strategic alliances in 
order to access new product development competences. 
Proposition 3: To ensure competitive advantage during shipbuilding cycle boom 
and recovery periods, shipbuilding firms will seek to form strategic alliances in 
order to leverage other firms’ resources. 
Proposition 4: To ensure competitive advantage, shipbuilding firms will seek to 
form strategic alliances proactively.  
Proposition 5: To cover existing resource and competence gaps, shipbuilding firms 
will seek to form strategic alliances defensively.  
 
 
5 Conclusions and implications for future research 
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The key contribution of this paper is an analysis of interfirm collaborative relations 
of shipbuilding firms. The first research question asked whether the cooperative 
strategy selected by a shipbuilding firm related to the phase of the shipbuilding 
cycle. Based on the case studies, this paper revealed that some cooperative 
arrangements that shipbuilding firms entered were related to the necessity of 
coping with the changes in business environment caused by the cyclicality. Prior 
studies have not used the shipbuilding cycle perspective to explore interfirm 
cooperative strategies. By relying on pre-understanding of three theories (the 
shipbuilding cycle perspective, the resource-based view of the firm, and the 
competence-based view of the firm) and extending tracking through interviews and 
archival material, this research provides explanation for why shipbuilding firms 
use different strategies of interfirm cooperation at different times. This is one of 
the key findings of the study. Another finding is analysis of rationale for 
collaboration of shipbuilding firms relating to each phase of the cycle (Table 2). 
These findings from the qualitative study have important implications for theory 
and practice. 
At the theoretical level, the paper contributes to the resource-based view of the 
firm and the competence-based perspective. The type of collaborative strategy 
appears to be dependent on resource and competence needs of the firm regarding 
the phases of the shipbuilding cycle. As a rule, shipbuilding firms have resource 
and competence slack during the recession and trough phases of the shipbuilding 
cycle, and deficit of resources and competences during shipbuilding booms. The 
results of this study would be interesting to practitioners. Interfirm collaboration 
broadens the boundaries of a single organization and pools resources of several 
firms. Thus, this creates new sources of value creation since resources and 
capabilities of several firms can be exploited and explored. The motivation for 
formation strategic alliances is to get an access to other firms’ resources and 
competences and to preserve and develop one’s own resources and competences by 
pooling them with other’s resources in order to achieve a competitive advantage. 
Interfirm collaboration is a possible strategy of managing cyclicality. Strategies of 
firms in the highly-cyclical industries are different during various stages of the 
business cycle. This is a key finding of the study. Participants’ information helped 
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to sort collaboration relations of the shipbuilding firms according to (1) type of 
strategy: defensive or proactive; (2) by the relation to the phase of the shipbuilding 
cycle. However, this classification proposed is based on a limited number of cases. 
Therefore, the classification of interfirm collaborative strategies needs further 
testing. Quantitative research should test interfirm collaboration strategies with a 
sample of shipbuilding firms.  
The study represents an early exploration into heterogeneity of interfirm 
collaboration strategies of shipbuilding firms regarding the phase of shipbuilding 
cycle. Four types of interfirm collaborative strategies were identified: proactive 
strategy related to cycle; defensive strategy related to cycle; proactive strategy not 
related to cycle, and defensive strategy not related to cycle. The findings of the 
study showed that proactive and defensive interfirm collaboration strategies related 
to cycle are good business strategies to cope with negative consequences of 
shipbuilding cycle. This finding supports the suggestion that interfirm 
collaboration strategy is a means of coping with uncertainty (Barney and Hesterly, 
2008). The findings of this study could be applied in other industries where 
business cycle is observed. Further research should test whether interfirm 
collaboration can be applied to moderate industry-specific cyclicality in other 
industrial contexts.   
The study has several limitations. The first limitation is caused by biases in the 
case method selection. The second limitation is geographical. Interviews were 
carried out with the European participants. Cases were related mainly to the 
European shipbuilding industry, only in one case partners of the European shipyard 
in a joint research project were from Asia and the USA. However, the shipbuilding 
markets in Asia differ from European ones. The future research direction may be a 
similar research, but in the context of other markets.  
Third, the study was based on interviews with managers of shipyards and a ship 
design firm. Further research is necessary to take into account other participants of 
shipbuilding market, such as suppliers, producers of equipment, ship brokers, etc. 
Extending the case study to cover other industries with cyclicality will contribute 
to generalization of results. Policy-makers should acknowledge the heterogeneity 
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and dynamics of collaborative strategies. This implies that identical policy 
programmes aimed towards increasing interfirm cooperation among firms of the 
shipbuilding industry would influence them in different ways during the peak, 
collapse, trough, and recovery phases of the business cycle. 
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Table 1. Description of cases. 
 
Case Countries Type of 
collaborative 
agreement 
Number of 
interviews 
Goals Type of 
shipbuilding 
firm’s strategy 
Relation to 
the 
shipbuilding 
cycle 
Quadrant 
A Multinational 
shipbuilding 
group 
(Headquarter is 
in Norway) and 
Russia 
International JV 
consisting of 
three shipyards 
in Germany and 
Ukraine  
6 New market entry, securing of 
new orders 
Proactive Peak I 
B Poland  
Ukraine 
International JV  2 To fill a human resource gap Defensive Peak II 
C Poland  
Norway 
Frame 
shipbuilding 
contracts 
3 To secure new orders Proactive Peak I 
D Norway Joint venture 
(between a 
shipyard, a ship 
design firm, and 
a shipping 
company) 
3  Goals of shipyard and ship 
designer were to secure new 
orders. 
The aim of shipping company 
was to save costs on 
newbuildings 
Defensive Trough II 
E Denmark 
USA 
South Korea 
Japan 
Joint R&D 
between four 
shipyards 
2 To develop new software for  
computer-aided design 
Proactive  Not related 
to cycle 
IV 
F Norway 
Ukraine 
International 
joint venture 
7 Joint venture between a 
Norwegian and Ukrainian 
shipyards and Norwegian 
painting firm  to fill the 
competence gap in painting 
workshop 
Defensive Not related to 
cycle 
III 
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Table 2. Collaboration and shipbuilding cycles. 
Phase of 
the cycle 
Characteristics of the phases Rationale  for collaboration of 
shipyards 
In the freight, second-hand 
and demolition markets 
In the shipbuilding 
market 
Trough - demand for seaborne 
transportation is low 
- shipowners are reluctant to 
invest 
- freight rates are low 
- low prices for second-hand 
vessels 
- scrapping of older tonnage 
- weak cash flow 
- banks are careful to give 
loans 
 
- minimal demand for new 
vessels 
- low newbuilding prices 
- small order book for 
ships 
- low levels of workload 
- some employees are fired 
 
- market collaboration to attract 
new orders 
- new markets entry 
- utilization of excess production 
capacity 
- utilization of low-used 
technological resources (designers 
and engineers) 
- use and retain of existing skilled 
human resources  
- preservation of core 
competences 
- maintaining shipbuilding 
capabilities 
-R&D collaboration for new 
vessel development 
Recovery - demand for transportation 
is increased 
- freight rates go up 
- prices for second-hand 
vessels rise 
-stronger cash flow 
- fall in scrapping of old 
vessels 
- demand for newbuildings 
is rising  
- order book of the yards 
starts to fill up 
- prices for new ships are 
slightly increasing 
- the number of employees 
is stabilized 
 
- market collaboration to attract 
new orders 
-R&D collaboration 
Peak - sky-high freight  rates 
- high prices for second-
hand fleet 
- only a few very old vessels 
are scrapped 
- very strong cash flow 
- banks compete with each 
other to give loans to 
shipowners 
 
 
- high demand for new 
vessels 
- high newbuilding prices 
- order book for several 
years in advance 
- shipowners invest into 
new ships 
-shipyards increase 
delivery capacity 
- a number of employees is 
increasing 
- prices for equipment and 
materials for ships are high 
- building costs increased 
 
- attracting missing human, 
technological, production 
resources (with smaller shipyards, 
subcontractors, foreign shipyards) 
in order to complete vessels in 
time 
- market collaboration with 
customers, frame contracts for 
vessels delivery 
 
Collapse - supply of ships and 
demand for them becomes 
even; in some cases, ships 
supply is higher due to new 
ships arrival from shipyards 
ordered before 
- freight rates go down 
- prices for second-hand 
vessels go down 
- reduced demand for new 
ships 
- shipyards complete 
previously ordered vessels 
- decline in orders 
- newbuilding prices go 
down 
- market collaboration to attract 
new orders 
- new markets entry 
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Not-related to cycle 
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Figure 1. A shipbuilding cycle. 
Source: adapted from Stopford (1997). 
Figure 2. Interfirm collaborative strategies of shipbuilding firms. 
